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KEY ECONOMIC INDICATORS 
(In millions of U.S. dollars unless otherwise noted) 


Domestic Economy 1987 1988 


Population (millions) 23.3 24.0 
Population Growth (percent) 2.6 2.5 
G.D.P. (current dollars) 19,019 22,073 
Per Capita G.D.P. (current dollars) 813 920 
G.N.P. (current dollars) 19,981 22,476 
Per Capita G.N.P. (current dollars) 854 937 
Consumer Price Index (avg. % change) 2.6 2.3 


Production and Employment 


Exports, FOB 
Imports, CIF 
Trade Balance 
Tourism Receipts (net) 
Workers’ Remittances (net) 
Other Services (net) 
Current Account Balance 
Foreign Private Investment Inflows 
Debt Service Ratio as % of 
Exports of Goods, Non-factor 
Services and Transfer Payments 
Before Debt Relief 
After Debt Relief 
Foreign Exchange Reserves 
Average Exchange Rate for Year 
(dirhams per dollar) 


U.S.-Moroccan Trade 


U.S. Exports to Morocco (FAS) 
U.S. Imports from Morocco (CIF) 
Trade Balance 
U.S. Share of Moroccan Exports (%) 
U.S. Share of Moroccan Imports (%) 
U.S. Bilateral Aid (fiscal year) 
of which: Economic 

Military ‘ ‘ 

Principal U.S. Exports (1989): Wheat 145/ Vegetable Oil 46/ Coal 43 
Tobacco 36/ Chemical products 13/ 


Principal U.S. Imports (1989): Phosphates 26/ Food products 6.7/ 
Textile goods 6.4 


Sources: Central Bank, Ministry of Finance, Office of Foreign 
Exchange, U.S. Department of Commerce 





SUMMARY AND OVERVIEW* 


Morocco’s GDP growth rate slowed from an exceptionally strong 10.4 
percent in 1988 to 1.3 percent in 1989. Factors contributing to the 
slowdown included lower agricultural output and a slower rate of growth 
in manufacturing due to markedly lower production in the key phosphates 
sector as a result of a nearly year-long trade dispute with India over 
phosphoric acid sales. The government continued to implement economic 
reform measures, accelerating them as the seriousness of the downturn 
became apparent. Policy innovations in 1989 included a royal directive 
to facilitate domestic and foreign investment; abolition by the King of 
the policy of "Moroccanization", which restricted foreign ownership and 


control in many economic sectors; and passage of potentially important 
privatization legislation. 


Economic reforms in 1990 were highlighted by introduction of a general 
income tax on January 1, a 9.5 percent currency devaluation in May and 
approval of implementing regulations for the start of privatization of 
some state-owned enterprises in October. Domestic credit to the 
economy was tightened from the start of the year, and on July 1, the 
government announced its intention to free interest rates, beginning 
with short-term deposit rates. Medium- and long-term deposit rates 
were freed on October 1. All bank savings and lending rates are to be 
set by market forces as of January 1, 1991. The government has 
reaffirmed its intent to lift bank credit ceilings on the same date. A 
new nine-month standby arrangement with the International Monetary Fund 
(IMF) was agreed in July 1990. In September, Morocco concluded its 


fifth debt rescheduling agreement with the Paris Club and signed a new 
rescheduling agreement with commercial bank creditors containing "Brady 
Plan" voluntary debt reduction options. The World Bank, African 
Development Bank, and other international lending institutions remain 
very active in Morocco. 


After having posted two consecutive current account surpluses in 
1987-88, Morocco returned to a deficit position in 1989. Exports fell 
7 percent while imports increased 27 percent, nearly tripling the trade 
deficit. The largest export decline was in semiprocessed goods 
(phosphoric acid) and maritime products. Imports of all categories of 
products increased with the exception of sulphur, used in the 
manufacture of phosphoric acid and fertilizers. Tourism sector 
receipts increased modestly while remittance inflows from Moroccan 


workers abroad rose only slightly in 1989, but increased sharply in 
1990. 


The government moved expeditiously to address these policy and 
performance weaknesses after they became apparent late in 1989. The 
economic outlook for 1990 was considerably improved by settlement of 
the trade dispute with India. Foreign trade sector performance through 
July 1990 improved markedly. Workers’ remittance inflows increased 
sharply, and the number of domestic and foreign investment projects 
approved by the government were up 50 percent through mid-year as a 
result of actions taken to implement King Hassan’s mid-1989 directive. 
Consequently, and despite the adverse impact of the Gulf crisis on 
Morocco’s crude oil imports, economic performance in 1990 should be 
markedly better than in 1989, particularly if increased foreign 
assistance commitments to Morocco are forthcoming as seems likely. 


* This report was prepared in January 1991. 





-4- 


Loss of Phosphoric Acid Sales Aggravates 1989 Export Decline... 

A decline in global demand for phosphates, complicated by a prolonged 
trade dispute with India, Morocco’s most important phosphoric acid 
customer, caused a sharp decline in production and exports in this key 
industrial sector in 1989. Production of phosphate rock fell 28 percent 
to 18 million metric tons (MT) while acid and other derivative exports 
fell 35 percent to 2.3 million MT, bringing Morocco’s share in world 
phosphate trade down from 31 percent to less than 29 percent 
Consequently, sectoral export revenue plunged to about $970 million, but 
still ranked second after workers’ remittances ($1.47 billion) as 
Morocco’s most important source of foreign exchange. India resumed 
purchasing acid late in 1989, albeit at lower prices, thereby markedly 
improving the economic outlook for 1990. Two and one-half million 
tourists visited Morocco in 1989, providing $868 million in net 
balance-of-payments revenues. 


Reduced foreign demand also affected Morocco’s nonphosphate exports, 
with the exception of textiles, which performed strongly. Textile 
product exports rose 4.7 percent in value and 13 percent in volume. 
Total exports declined 14.7 percent in volume and 7.5 percent in value. 
Agricultural output was lower due to reduced rainfall in 1989. 
Agricultural exports were down 15 percent in volume and 3.5 percent in 
value as a result of weaker demand in key European markets. Nontextile 
finished goods exports increased, but at a lower rate than in 1988. 


...and Import Prices Rise. Morocco’s 1989 crude oil import bill 
increased over 35 percent in dollar terms to $720 million, reflecting 
both increased demand and rising world market prices. The volume of 
wheat imports declined slightly, but higher world market prices pushed 
import costs up 28 percent to $214 million. 


The 1989 balance-of-payments outturn was disappointing as a result of 
these trends. The trade deficit nearly tripled to the equivalent of 9.5 
percent of GDP while the ratio of coverage of imports by exports fell 
from a much-improved 83.5 percent in 1988 to 60.3 percent in 1989. 

After having posted current account surpluses in 1987 and 1988, Morocco 
fell back into a deficit position in 1989, recording a deficit 
equivalent to 3.5 percent of GDP. 


Trade Patterns. Moroccan trade remains heavily concentrated on European 
Community markets, which took 64 percent of exports and supplied 55 
percent of imports in 1989. France remained the largest trading 
partner, providing 24 percent of 1989 imports ($1.3 billion) and taking 
29 percent of exports ($1.1 billion). Reliance on the French market is 
even more pronounced in the textile and agricultural export sectors. 
According to U.S. Department of Commerce statistics, Moroccan exports to 
the United States totalled $98 million in 1989, primarily phosphate 
rock, processed food products and textiles. Imports of U.S.-origin 


goods and services totalled $398 million, principally wheat, vegetable 
oil, coal, tobacco and chemicals. 


Fiscal policy performance deteriorated in 1989 as budgetary discipline 
was prematurely relaxed. Revenues increased 5.9 percent to 44 billion 
dirhams, but expenditures surged by 11.8 percent, totalling 64 billion 
dirhams by year-end. As a result, the budget deficit as a percentage of 
GDP increased from 4.4 percent in 1988 to 5.3 percent in 1989, 
substantially exceeding the original 1989 target of 3.5 percent. 
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Treasury revenues from all sources amounted to 44.1 billion 
dirhams: 20 billion in the form of indirect taxes (including 11 
billion from the value added tax introduced in 1988); 10.4 billion 
in direct taxes; customs duties, 8.5 billion; registration and 
stamp duties, 2.0 billion; and non-fiscal revenues in the form of 
transfers from state monopolies and ocean fisheries royalty 
payments amounted to 3.2 billion. Direct tax revenues were 
composed of business profit taxes, 4.0 billion; wages and salary 
taxes, 3.9 billion; national solidarity taxes, 0.9 billion; and the 
remainder from patent and real estate profits taxes. 


The 1989 Treasury deficit of 18.1 billion dirhams was covered by 
borrowing on the foreign (8.2 billion dirhams, down from 8.7 in 
1988) and domestic (9.9 billion) markets. Domestic borrowing far 
exceeded the level set in the budget. Morocco’s Central Bank has 
noted that these unfavorable trends raise the question whether 
reforms implemented in the 1980s have been sufficient to encourage 
further reduction of Morocco’s chronic budgetary deficit. While 
budgetary revenues were sufficient to cover planned current and 
investment expenditures, they proved again insufficient in 1989 to 
cover domestic and foreign debt service requirements. Since 
prospects for further revenue increases are limited, the government 
faced the need to limit expenditures further in 1990. 


Foreign Exchange Reserves. At the end of 1989, Morocco’s foreign 
exchange reserves stood at $441 million, down from $519 million at 
the end of 1988. This was sufficient to finance just one month of 
imports. Consequently, and with some reluctance, the government 
temporarily suspended debt service payments to foreign official 
creditors effective January 1, 1990, pending completion of new 
rescheduling arrangements. Despite this negative development, the 
overnment was able to maintain adequate foreign exchange 
availabilities in the domestic market and the waiting time for 
access to hard currency for commercial purposes remained at several 
working days throughout the year. Substantially better 
balance-of-payments performance is likely to lead to a significant 
improvement in the level of hard currency reserves during 1990. 


Debt Rescheduling. According to the Ministry of Finance, Morocco’s 
medium- and long-term debt amounted to $20.6 billion at the end of 
1989. Of this amount, $12.2 billion was owed to bilateral 
creditors, including $8.4 billion to governments participating in 
the Paris Club, and $3.8 billion to Arab and other governments. 
Commercial banks were owed $3.4 billion, multilateral lending 
institutions, including the World Bank and African Development 
Bank, $4.0 billion and the IMF $869 million. Short-term debt was a 
comfortably low $132 million. The IMF estimated that Morocco’s 
1989 debt service ratio after rescheduling 

was 32.1 percent. The fifth in a series of official debt 


reschedulings was concluded with the Paris Club on September 11, 
1990, and an agreement 
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to reschedule $3.2 billion of the outstanding commercial bank debt 
was signed on September 20. Under the Paris Club agreement, Morocco 
became the first beneficiary of the more generous terms agreed for 
lower middle-income countries at the Houston Economic Summit. 
Official debts maturing between January 1, 1990, and March 31, 1991, 
were rescheduled for 20 years with ten years’ grace, and, for the 
first time, individual creditor countries, including the United 
States, agreed to consider voluntary debt conversion programs for a 
portion of the maturities. The two-stage agreement with the 
commercial banks contains "Brady Plan" voluntary debt reduction 
options to be implemented in the second stage, subject to Morocco 
entering into an extended arrangement with the IMF. These 
provisions are expected to be implemented in 1991 with the aim of 
further ameliorating Morocco’s heavy debt burden. 


Prices, Wages, Living Standards and Employment. Inflation remained 
under control with the average increase in the Government’s official 
cost-of-living index rising 2.3 percent in 1988 and 3.1 percent in 
1989. Measured on a year-to-year basis, the 1989 cost-of-living 
increase was somewhat larger at 5.6 percent. Industrial producer 
prices rose 5.6 percent in 1988 and 6.3 percent in 1989. The 
government continued efforts gradually to reduce remaining subsidies 
on flour, sugar, and cooking oil, spending about $200 million for 
this purpose in 1989. 


Statutory minimum wages in industry and agriculture were increased 
by 10 percent on May 1, 1989 and again in on the same date in 1990. 
Following the latest increase, the minimum industrial sector wage 
was set at 5.23 dirhams per hour ($5.12 per day) and the 
agricultural sector wage at 27.03 dirhams per day ($3.31 per day). 
Sharp wage and benfits increases were implemented in 1989 for public 
sector workers and the military. Living standards in Morocco 
continued to improve slowly in certain categories. Many problems 
remain, including rapid population growth, high unemployment (16.3 
percent in urban areas at the end of 1989) and high rates of 
illiteracy, especially among women and in rural areas. 


The labor force is estimated at 9 million; 7 million men and 2 
million women. Government employment, including the armed forces, 
totals 700,000, and budgetary austerity has limited government 
hiring for a number of years. Job prospects are particularly bleak 
for recent secondary and university graduates. 


Balance-of-Payments Outlook for 1990. The value of phosphate 
exports in the first half of 1990 was running higher than in the 
same period of 1989, but lower than in 1988. Tourism receipts were 
up 11.9 percent. Remittances from Moroccans working abroad had 
increased by more than 47 percent through the third quarter thanks, 
in part, to the devaluation of the dirham in May and other measures 
the government had taken in 1989 to encourage transfers. Wheat 
import costs also declined. The dirham was devalued 9.25 percent 
against a revised currency basket on May 2, but the subsequent 
decline of the dollar makes U.S.-origin goods increasingly 
competitive in this market. 
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Balance of payments trends were looking very positive at mid-year. 
The Gulf crisis initially threatened to cast a pall over the second 
half, since 62 percent of Morocco’s pre-crisis crude oil imports 
were from Iraq and Kuwait. Morocco has paid world market prices for 
its oil imports since that time, but the increase in workers’ 
remittances alone should be sufficient to cover the higher cost of 
1990 oil imports as a result of the crisis. 


Privatization and "De-Moroccanization." In October 1989, King 
Hassan established a new ministerial portfolio for privatization, 
assigned to the Minister-Delegate for Economic Affairs. In the same 
month, the King rescinded the 1974 "Moroccanization" decree, which 
had limited foreign ownership and control of enterprises in many 
sectors of the economy. In December, Parliament approved a law 
calling for privatization of roughly one-third of state-owned 
equities in the economy. The law specifies that 112 enterprises, 
including 75 companies and 37 hotels, are to be privatized by 
December 31, 1995. Implementing regulations were drafted and 
approved by the government and the King in October 1990. The extent 
to which foreigners will be able to participate in the privatization 
process apparently is to be determined on a case-by-case basis. 


Arab Maghreb Union and Inter-Regional Trade. In July 1990, leaders 
of the five member countries in the Arab Maghreb Union (UMA) -- 


Morocco, Algeria, Tunisia, Mauritania and Libya -- met in Algiers to 
sign five regional economic cooperation agreements covering: (a) 


exchange of agricultural products, (b) crop protection, (c) 
investment promotion and guarantees, (d) taxation, and (e) land 
transport. These agreements focus on practical matters, numerous 
committees and working groups have been established to lay the basis 
for eventual economic integration. Nevertheless, much more remains 
to be done before significant trade flows develop among the five 
countries. Inter-regional trade among the UMA countries remains 
small, averaging only about $200 million a year. 


The Outlook for 1991. Morocco’s economic outlook for 1991 depends 
heavily upon the outcome of the Guif crisis and how well the 
government can manage long-standing domestic problems of population 
growth, poverty, and unemployment. Complications arising in the 
second half of 1990 should be manageable, but much depends upon how 
long the crisis lasts and its impact on economic growth and demand 
in key European export markets. Morocco remains strongly committed 
to continue the economic adjustment and reform policies initiated in 
the 1980s. Further trade liberalization and financial sector reform 
are the next major items on the agenda. The government is 
intensifying efforts to attract more foreign investment and plans to 
create an offshore banking center in Tangier. The heavy foreign 
debt service burden has been somewhat eased by the 1990 rescheduling 
agreements, but the budgetary situation will remain tight with the 
government committed to bring the deficit down to 2 percent of GDP 
in 1991. These factors will limit Morocco’s ability to address 
long-standing social and population pressures and the problems these 
present. 
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COMMERCIAL IMPLICATIONS FOR THE UNITED STATES 


Moroccan businessmen are increasing their contacts in the U.S. market 
as they seek to add new supply sources to those offered by 
traditional European trading partners. American goods and services 
are highly regarded and sought after, but, in order to be successful, 
American business representatives must be able to function in French, 
the language of marketing, packaging, and presentation. Arabic is 
useful, but not essential. Products must conform to local 
specifications and international standards such as the metric system 
and 50 cycle electric current. 


The large foreign debt and merchandise trade imbalance continue to 
limit imports and hamper growth of U.S. sales. Within these 
constraints, however, significant opportunities exist for export of 
agricultural goods, raw materials, and capital equipment. U.S. 
Export-Import Bank (Eximbank) financing and guarantees are available, 
and Eximbank has financed large capital equipment sales to Morocco in 
the past, including sales of mining equipment, aircraft, and avionics 
systems. U.S. Department of Commerce trade missions have promoted 
the export of agribusiness and food processing, medical and hospital 
equipment, fisheries and water resources equipment. A successful 
U.S. investment mission to Morocco sponsored by the Overseas Private 
Investment Corporation in November 1989 produced several decisions to 
invest in Morocco by participating firms. Best prospects for U.S. 
exporters include the following equipment and goods: 


Agricultural Equipment 

Fishing Equipment 

Textile Machinery 

Telecommunications Equipment 

Medical and Dental Equipment 

Hotel and Restaurant Equipment 

Mining Equipment 

Electricity Generation and Transmission Equipment 

Coal, Wheat, Vegetable Oils and other Agricultural Products 


Where to Go for Further Information: American businessmen seeking 
further information should contact the nearest U.S. and Foreign 
Commercial Service (US&FCS) district office or the Office of the Near 
East (ONE) in the Commerce Department in Washington. The US&FCS 
Commercial Attache in Morocco is based in the U.S. Consulate General 
in Casablanca. The U.S. Embassy in Rabat and the Consulate General 
can be reached at the following numbers: 


U.S. Embassy, Rabat, Morocco 
APO New York 09284 
Telephone: (212)-(7)-762-265 
Telefax: (212) -(7) -765-661 
Telex: 31005M 


U.S. Consulate General, Casablanca, Morocco 
APO New York 09284 

Telephone: (212) -(2) -264-550 

Telefax: (212) -(2) -220-259 

Telex: 31005M 


* U.S. Government Printing Office : 1991 -282-906/20040 








